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BUSINESS SITUATION IN THE UNITED STATES 
AND THE PROSPECTS FOR THE FUTURE. 



BY CHARLES R. FLINT. 



In considering the business situation in the United States, our 
foreign commerce is of striking importance. Its bearing on our 
total business is much greater than its relative volume. As a 
controlling factor, it has an influence on the general industrial 
situation similar to that which the surplus reserve held by the 
Clearing House Banks has on the financial situation. A change 
in the surplus reserve, although it represents only one-hundredth 
of one per cent, of the total wealth of the United States, may 
establish a new rate of interest throughout the country. 

The balance of trade between this country and the world rep- 
resents the "surplus reserve" of the United States. The balance 
of trade is the difference between our imports and our exports, 
between what we buy of the world and what we sell. Since the 
year ending June 30th, 1873, the balance of trade has been in 
our favor each year, with four exceptions. During the year end- 
ing June 30th, 1875, we bought of the world nineteen millions in 
round numbers more than we sold it. During the year ending 
June 30th, 1888, the balance of trade against us was twenty-eight 
millions; during 1889, it was three millions, and during 1893 it 
was eighteen millions. These years, and the years when the bal- 
ance of trade in our favor was small, were the years of poor 
business and hard times. In 1873, when the balance of trade was 
one hundred and nineteen millions against us, we had the great 
panic. We were spending abroad more than we were making at 
home. We were realizing the truth of the homely philosophy of 
Micawber, who summed up the situation presented by the balance 
of trade very clearly, when he told David Copperfield : "Annual 
income twenty pounds, annual expenditure nineteen six, result 
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happiness. Annual income twenty pounds, annual expenditure 
twenty pounds ought and six, result misery." 

In the light of Micawber's wisdom, the hopefulness of our 
present business situation is clearly made manifest, when we see, 
by the United States Treasury Keports, that for 1900 the balance 
of trade in our favor is nearly $649,000,000. In other words, we 
are paying our way as we go, living on the best, spending 
all the money we want for luxuries as well as necessities, and 
still "laying by," like the thrifty Yankees we are, at the rate 
of $54,000,000 a month, $13,000,000 a week, nearly $2,000,- 
000 a day, $80,000 an hour. Every time the minute hand ticks, 
a "surplus reserve" of $1,300 is posted to Uncle Sam's credit on 
the books of the world, after he has paid everything he owes in 
trade. 

No wonder Europe is alarmed. No wonder the London Times 
says that it is "a question of paramount interest among all others" ; 
while Paul Leroy Beaulieu, in the Neues Wiener Tageblatt, pro- 
poses a "European Economical Alliance" against the United 
States, and alleges that the United States "may henceforth be 
regarded as the first industrial nation, and their superiority will 
become strikingly more evident year by year." 

Lord Eosebery, one of the keenest observers in the world, and 
one of the most conservative, gave a very clear idea of the situation 
in a speech he delivered recently before the Wolverhampton Cham- 
ber of Commerce. He said: 

"The war I fear is not a military war, * * * the war I 
regard with apprehension is the war of trade which is unmis- 
takably upon us. I cannot blind my eyes to the fact that so far as 
we can predict anything of the twentieth century on which we 
have now entered it is that it will be one of acutest inter- 
national conflict in point of trade. * * * There are two na- 
tions which are obviously our rivals and our opponents in this 
commercial warfare to come — I do not intend by any means to put 
others out of that category, but I do say that it is to America 
and to Germany that we have to look in the future for an acute 
and increasing competition with regard to our trade. * * * 
The alertness of the Americans, their incalculable natural re- 
sources, their acuteness, their enterprise, their vast population, 
which will in all probability within the next twenty years reach 
100,000,000, will make them very formidable competitors with 
ourselves." 
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It certainly will, and lie is a bold prophet who will forecast 
the end, if we only keep our head. Nothing can stop or impede 
our progress, except the success of such a movement as Mr. Bryan 
has tried to force on us with his free silver absurdity. But 
political parties are not fond of suicide, and, having tried free 
silver twice, the Democracy, I believe, may be safely relied upon 
not to force this issue again. So our decks are clear, and we can 
safely steer our course, the controlling factor in the world's com- 
merce. 

As for a "European Economical Alliance" to check our grow- 
ing industrial power in the world, that is the dream of a visionary. 
Such an alliance, even if it could be formed and maintained, 
would hurt Europe far more than it would hurt us. The 
Europeans are too wise and too advanced to immure them- 
selves behind a Chinese wall. Europe needs us much more 
than we need her. The table of exports and imports shows 
this very plainly. Last year, Europe bought of us one billion 
one hundred and eleven million dollars' worth of goods. 
During the same period, we bought of Europe only four hundred 
and thirty-nine millions. This gave us against Europe alone a 
balance of trade amounting to $672,000,000. They bought from 
up. more than two and a half times as much as we bought of them. 
For every dollar invested by us in European productions, they 
invested over two dollars and a half in American productions. 
Ten years ago, in 1890, we exported to Europe only $682,000,000, 
while we imported $474,000,000. In these few years, therefore, 
our exports have almost doubled, while our imports have decreased 
by thirty-five millions. 

Striking as they are, as showing the dependence on us that 
binds Europe, these figures do not tell the whole story. Practi- 
cally, everything we send across the water is a necessity. Our 
purchases from Europe, on the other hand, are largely luxuries, 
things we could do very well without if we care to. We send 
them one hundred pounds of produce, and they give us in return a 
few ounces of fizz and feathers. This gives us control of the 
situation. 

A nation's commercial supremacy, as the world is regulated 
to-day, lies in its manufactures. It is here we are strong; for 
our exports of manufactured products have grown by leaps and 
bounds, and are forging ahead at a rate that must appall the 
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European student of industrial economies. During the past two 
years, our exports of manufactured goods have been forty per 
cent, more than during the previous two years. During the past 
four years, our balance of trade in manufactures has amounted 
to more than it did during the entire existence of the Eepublic 
before that period. 

For the ten months ending October 31st, 1900, we imported 
$71,786,358 worth of articles "wholly or partially manufactured 
for use as materials in the manufactures and mechanics arts," 
and $111,736,745 worth "manufactured ready for consumption," 
a total of $183,523,103. Our exports of manufactures for the 
same period amounted to $376,247,618, leaving a balance of trade 
in our favor of $192,724,515 for manufactures alone. It is diffi- 
cult to add to the force of these figures. They mean that, for 
every dollar's worth of goods imported by us and produced by the 
cheap labor of the world, we are selling to these cheap laborers 
themselves two dollars' worth. And this state of affairs has existed 
less than four years; it has grown up during a time when the 
general increase of wages in America has been greater than ever 
before in our history, with the exception of the period of our 
Civil War, when the scarcity of men outside the two armies was 
so great that wages in peace pursuits were abnormally stimulated. 
Europe is awaking to a realization of what is happening to her. 
The Hamburg Fremdetiblatt, in a recent editorial that has at- 
tracted national attention, declares that: 

"The Union is marching with gigantic strides toward conversion 
from an agricultural to an industrial nation. The steel manufactures 
of the United States, which two decades ago were in their infancy, 
to-day control the markets of the world, dictate either directly or in- 
directly the prices of iron and steel in all countries, and, partly through 
the richness of their supply of iron ores and coal, partly by the use 
of labor-saving machinery and skilful, effective means of transporta- 
tion, have attained a position to not only compete with the older iron 
and steel producing countries, but even to profitably export their prod- 
ucts to England." 

After pointing out that American tools, American shoes, 
American sewing-machines, bicycles and agricultural implements, 
American stoves and everything else American, are driving Euro- 
pean goods out of the foreign markets, the Fremdenblatt points 
out that Europe is no longer able to compete with our manu- 
factures in her own great centres, adding: 

"Incidentally, it may be remarked that the typewriting machine 
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with which this article is written, as well as the thousands — nay, hun- 
dreds of thousands — of others that are in use throughout the world, 
was made in America, that it stands on an American table, in an office 
furnished with American desks, bookcases and chairs, which cannot be 
made in Europe of equal quality, so practical and convenient, for a 
similar price." 

What has brought about this wonderful change in so short a 
period, a change without precedent on earth? 

Our great natural resources, our intelligent and industrious 
people, working under the most modern methods, availing them- 
selves of the highest development of labor-saving machinery, a 
development made possible through centralized manufacturing. 
And these conditions are going to make the change even more 
pronounced next year, and the year thereafter, than it has been 
in the past two years. We are living in an age of industrial 
evolution, and here in the United States the most perfect results 
of this evolution have been attained. 

The system of centralized manufacture, that has found so 
firm a place with us, permits for numerous reasons the highest 
perfection of special machinery and processes. The factory run- 
ning on full time, on large volume, reduces the percentage of 
working charges. Direct sales on a large scale minimize the cost 
of handling. There is an improved system of distribution which 
reduces aggregate stocks, and thereby saves shop-wear, storage, 
insurance and interest. Consolidated management results in fix- 
ing the standards of quality, the best standards being adopted; 
in avoiding waste and financial embarrassment through overpro- 
duction ; in minimizing loss by bad debts through comparisons of 
credit, and in securing the advantages of comparative accounting 
and comparative administration. We are to-day shipping manu- 
factured goods to countries where the rate of wages averages forty 
per cent, less than our wage-earners are receiving. The European 
wage-earner, instead of welcoming labor-saving machinery, as our 
workmen have done, has persistently tried to retard its general 
use ; and the result has been that wages have been lower in Europe. 
The American workman has received more because he has pro- 
duced more, and this is the great reason why, notwithstanding 
our high wages, we are so rapidly extending our trade with foreign 
markets. 

In view of the fact that the maintenance of high wages in 
the United States is largely dependent upon our increasing ex- 
vou clxxii. — no. 532. 25 
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ports, the question is often asked, whether we could maintain 
them in competition with the cheap labor of China, were China to 
become a manufacturing country. The best answer is that, in 
1899, among our other exports, we shipped two hundred million 
yards of cotton cloth to the Chinese. The average rate of wages 
paid by us in its manufacture was seven times the average rate 
of wages prevailing in China. 

It is not, however, in the Chinese markets nor in comparison 
with China that the most instructive and satisfactory facts are to 
be ascertained. It is rather in comparison with our most impor- 
tant competitor, the United Kingdom. Heretofore, the United 
Kingdom has held first place as an exporting nation. In 1875, 
the exports of the United Kingdom were twice as much as our 
own. In figures, our exports amounted to $513,442,711, while 
the exports of the United Kingdom were $1,029,897,310. Our 
exports from that year until 1896, when we took our position 
definitely as a manufacturing nation, fluctuated enormously. The 
volume depended entirely upon our crops. In 1892, it ran up 
to one billion, only to drop again the next year to eight hundred 
and forty-seven millions. The election in 1896 stimulated our 
manufactures enormously. We jumped from eight hundred and 
eighty-two millions in 1896 to one billion and fifty millions in 
1897. In 1898, we passed the Englishmen for the first time in 
our history and theirs, as an exporting nation. In 1899, they 
regained their lead, their exports exceeding ours by a few millions. 
But for the year just closed we are again in advance, this time by 
the substantial sum of ten millions, and at the rate at which we 
are progressing, we will probably lead the United Kingdom for 
1901 by four or five times ten million dollars. These figures show 
that we are, indeed, the leading nation of the world. But even 
they tell the story only in part, for we are not only the leading 
exporting nation, but the only nation in the world that shows 
any considerable trade balance on the right side. The United 
Kingdom, for ten months in 1900, imported $2,081,000,000 worth 
of merchandise against exportations amounting to $1,183,000,000, 
leaving a trade balance against her of $897,539,819. Germany, 
which ranks next among the industrial nations, imported $952,- 
919,000 for nine months in 1900, and exported merchandise 
valued at $714,060,000, leaving a trade balance against her for 
nine months of $237,959,000. France for nine months imported 
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$638,996,000 and exported $580,471,000, a difference of $58,- 
525,000 against her. 

While, therefore, the United States is piling np a credit bal- 
ance of over $600,000,000 a year, our three chief competitors for 
the trade of the world are writing a total of over one billion on 
the wrong side of the ledger. That the full significance of these 
may be appreciated, they must be studied and analyzed. It is as 
though four houses were doing business side by side ; one of these 
houses— the United States — after paying all its running expenses, 
has a balance in the bank of six hundred millions in round num- 
bers ; while the other three houses have an aggregate loss to write 
up at the end of each year amounting to one thousand million 
dollars. This condition is all the more remarkable, in view of 
the fact that the domination of the United States really began 
only in 1897, when the trade balance in our favor jumped from 
$102,882,264 for 1896 to $286,263,144 in 1897. The next year, 
1898, the increase was even more amazing, for, on June 30th, 
1898, we showed a favorable trade balance of $615,432,676. In 
other words, in twelve months we trebled our credits on the 
world's books. 

And now we are forging ahead at a rate that promises to make 
all records small by comparison. For the last quarter of 1900, 
the trade balance in our favor was two hundred and forty-one 
million dollars. If this rate is maintained through 1901, as the 
indications promise, our balance of trade will amount to more 
than the entire exports of Germany for a year. 

As if this were not sufficient, we have also become the chief 
gold-producing country of the world. Our output of the yellow 
metal for 1900 was over a million and a half a week. The Direc- 
tor of the United States Mint estimates that we have made a con- 
siderable gain over 1899, when we produced seventy-one millions 
of gold. Australasia in 1899 produced seventy-nine millions, and 
Africa seventy-three millions. Australasia remained stationary 
and the United States and Canada gained in round numbers 
twelve millions., The final figures may show that Australasia 
leads us slightly for 1900 ; but, if such is the case, the difference 
will be so small as practically to give us first place, in view of 
the fact that our increase was pronounced in the past year, while 
Australasia stood still. It is reasonable, therefore, to expect that; 
in the year to come, we shall take the first rank among the gold- 
producing nations of the earth by a pronounced margin. 
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Figures are ordinarily not sensational, but certainly such 
figures as these must he more startling to the average citizen than 
whole reams of flaming headlines in the newspapers. They show, 
as nothing else in the world shows, that the Yankee stands so 
high that the citizen of no other nationality is in the same class 
with him. 

It is this state of affairs that has reversed the old order of 
things ; that has made us lenders instead of borrowers of money, 
has changed us from a debtor to a creditor nation. For the 
first time in our history, we have taken up the loans of other 
governments instead of offering ours to them. England, 
Russia, Germany, Sweden and Mexico have all in turn been ac- 
commodated in the last two years. These facts, together with 
the fact that our currency has been established on a stable basis, 
have put the business of the United States on a footing of sound- 
ness such as it has never known before. The people of enterprise 
and ability, feeling assured of the stability of our financial con- 
dition, are everywhere doing a great amount of construction work. 
Business is developing with us in every direction, and there is 
every reason to believe that it will continue to develop for a long 
time to come. Twenty-five years ago, if such conditions had pre- 
vailed as prevail to-day in London financial circles, and as pre- 
vailed in Africa when the mines were shut down by the war, 
there would have been a panic in the United States, caused by a 
withdrawal of funds by foreign holders of securities. The Eng- 
lishman and the German and the Frenchman would have called 
for their money, and returned to us oiir stocks and bonds. But 
so distinctly have we progressed that we have been unaffected by 
the foreign conditions. In fact, the period of our greatest pros- 
perity has been since these conditions have prevailed on the other 
side. 

It was one of the peculiarities of our prosperous eras in years 
past that the balance of trade in our favor was generally reduced 
when we were making money fastest. This was due to the fact 
that, when times became prosperous, we were treating ourselves 
to luxuries on an increased scale, and sending our produce to 
Europe in return for them. Now we are manufacturing many 
of our own luxuries, supplying the domestic market and sending 
them into neutral foreign markets as well. 

If, at the very outset of our career as a great manufacturing 
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nation, this satisfactory state of affairs prevails, what may we 
expect of the future, in view of the fact that our resources have 
hardly been tapped ? Our great forests, our inexhaustible deposits 
cf metal and coal, assure us an expanding greatness under our 
growing system of centralized manufacture and economic produc- 
tion. The balance of trade in our favor will increase steadily, 
and only one factor prevents our dominating the rest of the world 
so thoroughly as to take from England immediately the position 
of the financial centre of the world. This factor is that England 
has such prodigious investments in the United States that her 
people are reaping with us the advantage of our prosperity. The 
English, and the other foreigners who brought their money to us 
to invest in our railroads, in our factories, and in our enterprises 
generally, are drawing substantial dividends ; and this, in a meas- 
ure, restores the balance which otherwise would overwhelm 
Europe. They are partners with us to the extent of their invest- 
ments in our prosperity, and our favored commercial condition. 
The English, for instance, are our largest underwriters in the 
insurance field. I once pointed out to Mr. Blaine that, if the 
war-clause was removed from our fire policies, England would be 
the greatest sufferer were New York to be bombarded. It is this 
interweaving of interests, and the fact that we are paying about 
one hundred millions a year for ocean freight to foreign ships, 
and sending about one hundred millions a year abroad with our 
American tourists, that alone preserves England's status as the 
financial centre of the world. She gets from these sources, in a 
measure, what she loses in the balance of trade. 

Of course, the era of prosperity with which we are now 
blessed will not continue in its present form forever. History 
will repeat itself, and periods of contraction will come again. 
There always have been cycles of contraction and expansion in 
peace, and these cycles will continue to recur. There are periods 
of expansion when the mills are running full, and there are periods 
of contraction when the number of unemployed is large. Confi- 
dence is at the foundation of expanding business activity. The 
amount of business transacted on credit is over two thousand 
times that transacted in exchange for gold or silver. If there is 
confidence, the manufacturer employs many hands, the laborers 
purchase more, the retailers send more orders, the jobber orders 
more from the manufacturer, the manufacturer employs more 
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hands, and all who want work can find it. This produces the 
condition that brings prosperity. 

Contraction is caused by lack of confidence. Then the manu- 
facturer is afraid to produce goods. He discharges some of his 
employees, and they in turn must purchase less. This affects the 
retailer, who cancels his orders with the jobber. In turn, the 
manufacturer must still further reduce his output and his pay- 
roll. Hard times result. 

These processes are as inevitable as the rising and setting of 
the sun; but whereas in the past the United States was among 
the first to be affected by these cycles of contraction, she will in 
the future be among the last to be affected. This means that 
the good times we are now enjoying will last longer than any 
period of prosperity heretofore known in America. It cannot fail 
to be otherwise with the great balance of trade in our favor, with 
our great accumulated wealth, and with the rapidly growing devel- 
opment of our vast resources. Long after all the other nations 
are in the throes of hard times, prosperity will continue here. 
This is so well understood abroad that the foreigners are every- 
where eager seekers for our securities. Since the last election, 
there has been a rush for American investments unparalleled in 
history. Both the New York and London Stock Exchanges have 
broken all records in the sales of our stocks and bonds. All over 
the world, capital is anxious to go into partnership with American 
industrial enterprises. The foreigners feel, as we do, that, after 
years of agitation, the stability of our currency has been finally 
established. 

Heretofore, we have always been more or less erratic in the 
matter of currency. Our promises to pay have been so little prized 
that, at the first sign of trouble at home or abroad, immense 
quantities of our securities held by foreigners were flung Upon 
the market, and the shipments of money demanded drained our 
financial resources. It was this fact that hurt us so seriously in 
November, 1890, when the Baring embarrassment occurred in 
London. Situated as we are to-day, such an occurrence would 
have little or no effect upon us. In fact, the failure of investments 
in such countries as the Argentine Eepublic, Peru and elsewhere, 
would simply help to emphasize the soundness of our securities. 

Few people realize how far back the spectre of silver coinage 
served to unsettle conditions and values here. So thorough an 
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American as Samuel J. Tilden shipped a million and a half of 
gold to London in 1884, for fear of the passage of a frea 
coinage act. From that time until the passage of the Currency 
Act, we have, at different times, gone on a series of financial 
debauches. These resulted in the panic of 1893 and the era of 
depression in 1894, 1895 and 1896, culminating in Bryan's free- 
silver plank, which demoralized everything. After the election 
of 1896, confidence increased and continued to grow so steadily 
that the reopening of the old question last year had comparatively 
little effect. People felt so assured of the triumph of sound 
money that, despite the uncertainty that always lurks in national 
elections, they were on the whole willing to risk investment. Now 
that we are free from the silver nightmare, the only stumbling 
block that remained in the way of our progress is removed. The 
banker and the merchant are relieved from the condition of sus- 
pense. They know that the foundation of trade is firm and solid. 
They no longer dread that the dollar, which is the medium of 
trade, will be changed over night to fifty cents. Naturally, they 
are prepared to take advantage of every trade opening, and to 
invest liberally in the great fields of industry. 

It is our great good fortune that our prosperity is built on lines 
that place us beyond the competition of the world, thanks to the 
fact that our mechanical processes are so highly developed. We 
have cheaper steel, cheaper coal and cheaper lumber than any other 
nation. With our modern machinery, we are constantly going into 
virgin fields, and in an incredibly short time are building up in- 
dustries that only a few years ago were impossible. Only recently, 
a business combination was effected for the production of lumber 
in South Carolina, as a result of which over one hundred and fifty 
million feet a year are being sent out of the great saw-mills in 
that State, where formerly the production was unimportant. I 
know no better illustration of the far-reaching control of our 
mechanical perfection than the fact that we are to-day shipping 
lumber from this country to South America, transporting it to 
the seaport by rail, reloading on vessels and carrying it through 
one thousand miles of forest along the Amazon, to lay it down 
finally in an interior town of Brazil cheaper than it can be manu- 
factured at the very doors of this town by the crude processes 
employed there. 

I have laid great stress on the importance of our foreign 
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trade; but to reach an adequate understanding of our true situa- 
tion, attention must be given to the condition of our domestic 
trade. 

Our interstate commerce to-day is the largest trade carried on 
anywhere in the world under conditions of absolute free trade.' 
Therefore, even if Europe were in a position to form an "Econom- 
ical Alliance" against the United States, our mills and factories 
would still be kept busy supplying the needs of our own people. 

And we are also being called on, more extensively each day, 
to supply the needs of that vast region on the other side of the 
Pacific which has just been opened up to our trade. China, 
Japan, Corea, Asiatic Eussia, are fields for our enterprise on a 
scale until recently undreamed of. China alone has 400,000,- 
000 people — more than the whole of Europe. The same condi- 
tions that have made us supreme in trade across the Atlantic will 
give us control across the Pacific. We will overcome both Euro- 
pean and Asiatic competition, thanks to our mechanical genius. 

It is my firm belief that the time is not far distant when our 
commerce across the Pacific will be as heavy as it is to-day across 
the Atlantic. This condition will be enormously facilitated by 
the construction of an Isthmian Canal. 

A promise of what the future has in store for us in this 
direction has already begun to manifest itself. In less than seven 
years, our trade with the East has been trebled. In 1893, we 
sold China, Japan and the other countries comprising Asia and 
Oeeanica, thirty million dollars' worth of goods. In 1899, we 
sold them ninety-one millions' worth. As soon as China is paci- 
fied and normal conditions are restored there and elsewhere in the 
East, our trade will progress at a rate that will make even this 
startling increase seem insignificant. A factor that will help us 
materially in the development of this trade is the trans-Siberian 
railroad. With the completion of that road, there will be open 
to us a vast new territory, to which we will have access under 
conditions that favor us in every respect. For all practical pur- 
poses, this railroad is a continuation of our transcontinental lines, 
the Pacific steamers serving as ferries. We will be nearer the 
markets through which this route runs than any country of 
Europe. The country traversed by the trans-Siberian road is 
purely agricultural. Its manufactures, like the manufactures of 
Eussia herself, are unimportant. Already, we have supplied 



BUSINESS SITUATION IN THE UNITED STATES. 393 

Eussia with most of the material used in building the railroad; 
and, as the country settles up, and the demands of the people for 
manufactured goods grow, they must look to us to supply them. 
From 1898 to 1900, our exports to Asiatic Eussia were practically 
doubled. During the same period, our exports to Japan, the 
other Asiatic country where development is being rapidly pushed, 
also increased enormously, growing from sixteen millions for the 
ten months ending October 31st, 1898, to twenty-three millions 
for the same period in 1900. 

The whole world is adding to our wealth, and here in America 
all the people are sharing in the prosperity that has come. Any 
one who doubts this, and who pays heed to the oft-repeated outcry 
against the centralization of wealth, need only study the statistics 
of the savings banks. In New York State, the people have depos- 
ited in the savings banks over one billion dollars, a growth in two 
and a half years of two hundred and fifty millions, in round 
numbers. These deposits are earning for their owners more than 
thirty million dollars a year. There were, in round numbers, 
over two hundred thousand depositors who had accounts with 
savings banks. Their average deposits were $452.89. Great 
Britain's average was only $96.57, Prussia's average was $155.91, 
while Austria-Hungary, which ranks next to the United States, 
averaged but $220.47 to each depositor. 

Surely the American people have cause to be satisfied. 

Chaeles E. Flint. 



